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backbone infrastructure, not including mileage to the home. This wireline network connects to
_l. These fiber-fed nodes serve approximately
-] customers. To provide voice service to the remaining -] customers, BBTC found that
it was cost-prohibitive to expand its wireline infrastructure any farther: Estimates procured in
1994 showed that extending a traditional wireline network to reach its remote customers would
cost more than _[—an amount today when adjusted for inflation that would be
significantly higher. To meet its Texas carrier of last resort (“COLR”) obligations to provide a
transmission speed of at least 14.4 kbps on all switched voice circuits for its remote customers,
BBTC invested in satellite segment technology which uses satellite segment bandwidth in the
local loop for voice and broadband.”> BBTC engaged with satellite company, X2nSat, to
develop an innovative solution that integrates satellite technology to provide local loop to remote
customers and to connect them to the remainder of BBTC’s network through a satellite
integration box. This serves approximately .] customers that are beyond the reach of
BBTC’s wireline infrastructure. The initial investment for BBTCs satellite solution was
_], and the total annual expense was -] in 2011." These customers are
connected to the same switching systems as the remainder of BBTC’s customers and have access
to unlimited local calling, custom calling features, broadband services and access to local 911

networks.

- See Texas Admin. Code § 26.54.

o These remote customers were previously served with Basic Exchange Telephone Radio

Service (“BETRS”) technology, which does not meet the Texas PUC COLR requirements.
F
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This satellite loop solution has served BBTC’s customers well and enabled BBTC to
satisfy its Texas COLR obligations using the least-cost technological solution at the time.
Recently, BBTC began migrating its remote customers to an even lower cost solution that
employs the Motorola Canopy® radio. The Motorola Canopy® system is a fixed wireless access
solution that provides a wireless Ethernet connection to transport voice, video and data. The
system is flexible and can support both line-of-sight and non-line of sight point-to-point links as
well as point-to-multipoint links. With this flexibility, BBTC believes that this technology can
be configured to meet the current and future needs of many of its business and residential
customers throughout its territory."> The Canopy® system is fed by a fiber-connected tower or
linked by an Exalt Ethernet backhaul radio to a fiber-connected tower. BBTC is in the process of
installing Motorola Canopy® on its . existing mountain top sites with an addilional.]
repeaters to transition most of BBTC’s existing satellite segment customers to the new lower-
cost technology.'® The migration will not only lower costs but allow BBTC to provide higher
bandwidth, lower overall system latency, and speeds sufficient to meet the Commission’s 4MB
down/1MB up benchmark.

BBTC has deployed a cost-effective network to reach its remote customers and meet the

demands of consumers and anchor institutions within its territory. Indeed, unlike most LECs,

15

Currently, BBTC has begun to deploy a last mile point to multipoint solution that can
reach end users

I8 The existing tower sites were the remaining BETRS tower sites within BBTC’s service

area. AsshownonB ’s network map, attached as Exhibit |, although the Canopy® solution
will serve most of its E] remote customers, this solution cannot reach all of these customers.
As a result, BBTC must continue to provision a satellite solution to serve some of its most
remote customers.

g, 2
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BBTC has grown its access lines by approximately 27 percent since 1997. Despite this, BBTC
estimates that the anticipated reduction in its USF support due to the FCC’s new rules will cause
the Company to default on its loans by 2013 and run out of cash by January 2016. Given this
and the lack of alternative terrestrial providers in the area, absent a waiver, all consumers in the
BBTC service area will be at risk of losing access to terrestrial voice and broadband services.

The USF Transformation Order requests the following information in support of a
petition for waiver.'’

A. Density Characteristics

BBTC’s service area covers 17,593 square miles, making it larger than the state of
Massachusetts.'® BBTC’s service area includes 15,716 road miles. Within that territory, BBTC
serves approximately -] access lines—or 0.3 lines per square mile. Approximately-
customers or access lines are in the only incorporated town in BBTC’s territory, Presidio, which
has a population of 4,500. The remainder of BBTC’s customers live throughout the territory, so
much of BBTC’s territory has, at best, 0.2 customers per square mile. BBTC’s total company
federal annual support amount per loop is -]. But to meet its Texas COLR obligations,
even using cost-efficient satellite and radio solutions, the Company’s average interstate revenue
requirement per loop is -] to reach .] of its most remote customers, who have no

alternatives to meet their communications needs.

7 USF Transformation Order, Y 542.

1% BBTC'’s territory is also larger than Connecticut, Delaware, Hawaii, Maryland, New

Hampshire, New Jersey, Rhode Island, and Vermont.
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its EDGE network services in some areas, with advertised speeds of 75 to 136 kbps.
Additionally, many cellular tower sites limit data transmission. There is one cable company,
Mountain Zone TV Systems, that offers broadband service in the town of Presidio with an
advertised speed of up to 3MB.>” However, Mountain Zone TV does not offer voice service;
and, like the wireless carriers, Mountain Zone TV Systems also relies on BBTC for middle mile
services.

Non-terrestrial Service. While not a consideration for the Commission’s waiver process,
BBTC notes that there is no alternative satellite service that meets federal and state requirements
of voice telephony and broadband service in BBTC’s sparsely populated territory.>' Thus,
BBTC’s network is unique in that it provides the only viable means of communications, without

which residents would lose access to the world.

C. Accounting of Unused or Spare Equipment

Unused or spare equipment or facilities are booked to Part 32 Account 2410, Cable &
Wire Facilities. BBTC follows the National Exchange Carrier Association’s (“NECA”)
interpretation of Section 36.153 of the FCC’s rules, 47 C.F.R. § 36.153, in the apportionment of

spare facilities.”> Based on this interpretation, BBTC assigns spare facilities to the following

- Mountain Zone TV Systems does not offer voice services.

2 See USF/ICC Transformation Order, Section VI & Texas Admin. Code § 26.54.

“ NECA’s Cost Guideline titled “*Spare Fiber C& WF Investment” states “the spare portion

of any facility, including fiber, is categorized in the same manner as the in-use portion of the
same section of cable. If the spare facility is part of an existing “in use” cable facility, the spare
capacity/facilities would get categorized in the same proportion of “in use” categorization (or
directly assigned if the entire facility is assignable to one category).” Furthermore, the guideline
states that “the FCC’s rules also acknowledge that certain C&WF investment that is ‘reserved’
can be categorized based on an analysis of company records. To the extent that supportable

i
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categories: Category 1-Exchange Line, Category 2-Wideband and Exchange Trunk, Category 3-
Interexchange, Category 4-Host/Remote Message. BBTC’s accounting for its spare and unused
equipment is provided in detail in the attached Exhibit 3.

D. Corporate Operations

BBTC’s total corporate operations expense for 2011 were -] This expense is
broken down in detail by category in the appended Exhibit 4. There is no allocation of expenses
from affiliates including from BBTC’s holding company to BBTC. BBTC has a total of .]
employees, - of whom charge time to corporate operations. These employees have multiple

duties to which time is charged. As such, the total number of hours charged to corporate

operations is _]. The corporate operations portion of

salaries paid to the- employees that charge time to corporate operations is—

E. End User Rate Plans

BBTC or its nonregulated affiliate, Big Bend Telecom, as noted below, currently offer
the following rate plans.
Residential Local Voice Services:
e Standard Residential Service: BBTC provides local exchange service in its service area

as specified by the Company’s exchange service area maps approved and on file with the
Texas Public Utilities Commission. This rate plan fulfills BBTC’s Texas COLR

documentation consistent with the FCC’s rules (e.g., cable engineering and assignment records)
identifying the facilities ‘kept or set apart for a specific use’ is provided, companies have the
ability to separately assign the cost of reserved cable to the various C&WF categories within the
boundaries of the FCC’s rules.”

-12-
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obligation. Standard residential service for a local exchange access line is available at a
rate of $8.50/month. This includes tone dialing and a directory listing.

Amistad Plan: The Amistad Plan is available to residential customers at a monthly rate
of $17.95/month. This plan includes two residential local exchange access lines, tone
dialing, primary and secondary directory listings and each line includes caller ID name
and number delivery, call waiting, cancel call waiting, call waiting ID, three way calling,
and call forwarding.

Long Distance Services:

IntraLATA Long Distance (Carrier - BBTC): Two optional calling plans are available to

residential customers for intrastate intraLATA toll charges.”®

o Option A: The basic monthly rate is $3.00 and a 15% discount on all qualified
usage

o Option B: The basic monthly rate is $9.60 for one hour of qualified usage.
Additional hours of qualified usage are $9.00 per hour prorated on a per minute
basis.

Long Distance (Carrier - Big Bend Telecom — non-regulated affiliate): Big Bend Telecom
offers long distance service for a monthly recurring charge of $4.95 and $0.07/minute on
domestic calls. International rates vary based on termination. No unlimited plan is
offered currently.

Business Voice Services:

Standard Business Service: BBTC provides local exchange service in its service area as
specified by the Company’s exchange service area maps approved and on file with the
Texas Public Utilities Commission. This rate plan fulfills BBTC’s Texas COLR
obligation. Standard Business service for a local exchange access line is available at a
rate of $17.00/month. This includes tone dialing and a directory listing.

Standard PBX Trunk Service: BBTC provides PBX (or Rotary group) service in its
service area as specified by the Company’s exchange service area maps approved and on
file with the Texas Public Utilities Commission. This rate plan fulfills BBTC’s Texas

23

In the state of Texas, as the regulated entity, BBTC may offer long distance services in

the intraLATA jurisdiction at $.20 per minute. As such, to provide competitively priced long
distance services, the Company offers long distance services through its nonregulated affiliate,
Big Bend Telecom as well.

-13-
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COLR obligation. Standard PBX Trunk Service is available at a rate of $25.50/month.
This includes tone dialing and a directory listing.

Broadband Services:

e Internet Service: Internet service is provided by Big Bend Telecom using various
technologies. There is no difference in price for residential and business customers.
There are 4 plans available and all include the following: 5 email accounts, virus filtering,
security suite, webmail, video chat, Google sites, Google documents, News Groups
access, My Support application, and 24/7 Help Desk. Static IP is available for $10/month
and Static IP29 for $25/month. A monthly $10 discount is available to qualified end
users where multiple access lines reside at a common location.

o 1.5 Mbps ADSL: $29.95/month (bandwidth download/upload —up to 1.5/384K),
$25 one-time provisioning fee, fee waived with one-year contract.

o 3.0 Mbps ADSL: $44.95/month ( bandwidth download/upload — up to 3.0/768k)
The monthly rate decrease to $34.95 with a 12 month term agreement, $25 one-

time provisioning fee, fee waived with one-year contract.

¢ Internet Services in Price Cap Exchanges Outside of BBTC's Service Territory: In
AT&T’s exchanges that border BBTC’s service territory in Alpine, Texas, Big Bend
Telecom offers a competitive Internet access service through fixed wireless technology.

o 3.0 Mbps Fixed Wireless: $34.95 (bandwidth download/upload —up to 3.0/768K)
$150.00 one-time provisioning fee, provisioning fee waived with one-year
contract.

o 6.0 Mbps Fixed Wireless: $59.95 (bandwidth download/upload —up to
6.0/1Mbps), $150.00 provisioning fee, provisioning fee waived with one-year
contract.

o 12.0 Mbps Fixed Wireless: $64.95 (bandwidth download/upload —up to 12.0
Mbps/1Mbps), $150.00 provisioning fee waived with one-year contract.

BBTC has begun the process of securing approval from the Texas Public Utilities Commission to
increase local rates and expects to make its rate filing by the end of the February 2012. The

Company anticipates being able to meet the HCLS initial rate floor of $10 by the effective date

<]4-
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of Section 54.318.>* BBTC does not offer any tariffed bundles including regulated and

unregulated services at this time.

F. List of Services Other Than Voice Services Provided Over the USF
Supported Plant

Digital Subscriber Line( "DSL "'} Service. BBTC offers DSL services to its residential
and business customers. Approximately .] percent of BBTC's voice customers subscribe to its
broadband DSL services.

Special Access. BBTC provides - dedicated special access circuits to anchor
institutions, border security institutions. health care facilities, o1l and gas companies. power
companies, and wind energy companies. Of note. BBTC or Big Bend Telecom provide Ethernet
Transport Service to customers both inside and outside the BBTC study area using the
Company’s facilities i partnership with the statewide Texas Lone Star Network.

Multichannel Video Service. Multichannel video service is not offered and 1s not a viable
option for BBTC. Many customers in the area use satellite companies like DISH and DirecTV
for video programming. In addition, BBTC does not have the funding to invest in obtaining
programming rights. Furthermore, based on the socioeconomic factors of the area, BBTC does

not believe that 1t could recover its costs for video service in its service area.

G. Customers Served

As of the end of 2011, BBTC served -] access lines—--] residential lines and

-] business lines. BBTC serves -] broadband customers within its regulated territory,

See USF Transformation Order. Appendix A.
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H. Procedures for Allocating Shared or Common Costs Between Regulated and
Nonregulated Services or Operations

BBTC's cost allocation procedures are provided in the appended Cost Allocation Manual,
which has been approved by the Texas Public Utilities Commission.”> BBTC’s nonregulated
affiliate, Big Bend Telecom, does not have employees. Therefore, to account for employee time
and overhead spent on nonregulated operations, BBTC uses a functional time reporting system
with function codes created for all activities, including nonregulated activities performed by
BBTC employees. Any time spent on tasks associated with the nonregulated affiliate is directly
assigned though the use of the payroll system to nonregulated accounts. The overhead spreads of
benefits, supervision, IT support, etc. are allocated to these nonregulated accounts as well as the
regulated accounts thus ensuring that consistent overhead loadings are removed from the
regulated cost base for cost study purposes. Nonregulated invoices are directly assigned to the
nonregulated affiliate and not included in the regulated cost base for cost study purposes.

I. Audited Financial Statements

The audited financial statements of BBTC and its holding company, Nevill Holdings, for

2007-2010 are attached as Exhibit 6.

J. Information Regarding Outstanding Loans

BBTC and Nevill Holdings have several outstanding loans. Its senior loans with CoBank
were in place on January 1, 2006. These loans refinanced debt the Company has held with the

Department of Agriculture’s Rural Utilities Service (“RUS”) beginning in 1991, which stem

= The Cost Allocation Manual is attached as Exhibit 5.
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from BBTC s long-standing efforts to build infrastructure to meet the communications needs of
its service area. To date, there have been no discussions regarding restructuring the existing loan

agreements, which are summarized below.

18-
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K. Five-Year Pro Forma Financial Analvsis of the New USF Rules’ Impact on
BBTC

BBTC conducted a financial analysis of the projected impact of the FCC’s new USF
rules. Five-year pro forma financial statements for BBTC. Big Bend Telecom and Nevill
Holdings are attached as Exhibit 7.

BBTC estimates that it will lose approximnately -] per year in HCLS and ICLS
funding due to the new corporate cap limitation.”® In addition. BBTC anticipates that it will lose
approximately _] per year as a result of the caps generated on HCLS support by the
regression analysis. These losses taken together with additional losses resulting from the
remainder of the FCC’s initiatives, including intercarrier compensation reform, mean that BBTC
will lose capacity to cover operational expenditures. Consequently, BBTC’s rate base will be

substantially reduced, which will ultimately frustrate the Commuission’s objective “to ensure that

26 .3
BBTC’s corporate expenses have already been limited by approxmmately ]

per year due to the Commussion’s mitial corporate cap limitation on HCLS. The

figure represents additional costs that BBTC cannot recover under the Commussion s revised
corporate cap formula and its application of the limtation to ICLS under Section 36.621. USF
Transformation Order, Appendix A.

-19-
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robust, affordable voice and broadband service, both fixed and mobile, are available to
Americans throughout the nation.™”’ Even assuming that BBTC and its nonregulated affiliate

continue to maintain linuted capital expenditures to extend broadband services, the resulting

reduction 1n rate base 1s anticipated to be approxmlalel}'_] -

L. Identification of the Specific Facilities That Will Be Taken Out of Service

Because a primary driver of BBTC’s revenue loss is the anticipated implementation of
the regression analysis, which generates caps on the recovery for investments BBTC has already

made and for which it still 1s under contract to make payments on, taking existing facilities out of

See USF Transformation Order. 9 1.

29

See also Letter from Lenme Blakeslee, Vice President, CoBank to Justin Haynes, Big
Bend Telephone Company (Feb. 2, 2012). appended as Exhibit 8.

i
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service will not avoid these obligations.’® BBTC would be forced to seek decertification of its
ETC status for ifs fernitory.

III. A WAIVER OF THE COMMISSION’S NEW USF RULES IS WARRANTED

To serve the public mterest. the Conumssion should warve three of 1ts USF rules as
applied to BBTC: (i) its $250 per line monthly cap on HCLS: (i) its updated and extended
limits on recovery of corporate operations expenses applied to HCLS and ICLS:** and (iii) its
planned application of a regression analysis to limit reimbursable capital and operating expenses
for HCLS.* The Commission may waive its rules for good cause shown.** The Commission
may exercise its discretion to waive a rule when the particular facts make strict compliance
inconsistent with the public interest.”> In addition. the Commission may take into account

considerations of hardship, equaty. or more effective implementation of overall policy on an

30

USF Transformation Order. Appendix A. Section 54.302.
2 Id. 99227-33. Appendix A. Section 36.621(a)(4).
- Id. €5 210-26.

# 47CFR. §1.3.

The Comumnission has considerable discretion as to whether to waive its rules. See Office
of Communication of United Church of Christv. FCC, 911 F.2d 803, 812 (D.C. Cur. 1990)
(upholding the Commission’s grant of a waiver “[g]iven the deference due the agency in matters
of this sort™). Citv of Angels Broadcasting, Inc. v. FCC, 745 F.2d 656. 663 (D.C. Cir. 1984)
(noting that the scope of review of a waiver determunation by the Commuission “1s narrow and
constramed”). As the D.C. Circuit has observed. the Commussion’s waiver detenminations are
entitled to heightened deference because “the agency’s discretion to proceed in difficult areas
through general rules 1s intimately linked to the existence of a safety-value procedure for
consideration of an application for exemption based on special circumstances.” AT&T Hireless
Services, Inc. v. AT&T, 270 F.3d 939, 965 (D.C. Cir. 2001) (infemal quotation marks omuitted),

2] -
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individual basis.”® In short, a waiver is justified when special circumstances warrant a deviation
from general rules and such deviation will serve the public interest.*’

Such circumstances exist here. First, without a waiver, consumers and critical anchor
institutions—including national security institutions—would be at risk of losing access to
reliable terrestrial and voice and broadband services. Apart from its own services, BBTC
provides backhaul services for all the competing providers in its territory, which also would be in
jeopardy absent a waiver. Second, the Commission’s $250 per line monthly cap is too low given
the extraordinarily high costs that BBTC faces. Third, the FCC’s proposed regression analysis is
flawed as applied to BBTC and would not provide sufficient support to meet the Commission’s
universal service goals. And fourth, a waiver would not undermine the Commission’s USF
reform objectives because despite the unique challenges of serving an exceptionally remote and
economically challenged area, BBTC has already taken measures to reduce its costs, and unlike
most wireline carriers, has consistently grown its customer base—adding 27 percent more lines
since 1997.

A. Allowing Consumers and National Security Institutions To Lose Access to
Terrestrial Voice Services Disserves the Public Interest.

Absent a waiver, consumers and anchor institutions, including those tasked with securing
the nation’s border, would be at risk of losing access to terrestrial voice and broadband services.

As noted above in Section II. B., BBTC is the only terrestrial voice and broadband provider that

» WAIT Radio v. FCC, 418 F.2d 1153, 1159 (D.C. Cir. 1969), cert. denied, 409 U.S. 1027
(1972); Northeast Cellular Telephone Co. v. FCC, 897 F.2d 1164, 1166 (D.C. Cir. 1990).

& Northeast Cellular, 897 F.2d at 1166; see also Allband Communications Cooperative,

Petition for Waiver of Sections 69.2(hh) and 69.601 of the Commission’s Rules, WC Docket No.
05-174, Order, 2005 FCC LEXIS 4527 (Aug. 11, 2005).

9
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Enforcement, the Federal Aviation Administration, the Federal Motor Carrier Safety
Administration, the Department of Homeland Security, the Department of the Interior, the U.S.
Weather Service, the Texas Department of Public Safety, the Texas Department of
Transportation, the Texas Department of Parks and Wildlife, and local sheriff’s offices and 911
facilities. BBTC’s services are used for a wide range of purposes, including in Presidio and
Boquillas, U.S. Ports of Entry, at Border Patrol check point stations and office locations. BBTC
also provides service for the U.S. Air Force’s radar balloon installation, in unmanned aerial
vehicles or drones, and at local sheriff’s departments radio repeater sites.

Despite the fact that BBTC provides these critical voice and data services, as
demonstrated in BBTC’s financial projections, attached as Exhibit 7, as early as next year, the
Commission’s new USF rules will cause BBTC to default on its loans. As a consequence, BBTC
will immediately need to limit capital expenditures on the upkeep and maintenance of its
networks, which will in turn immediately impact BBTC’s current customers. Moreover, by
January 2016 the Company will be out of cash and will not be able to continue to provide these
critical services absent a waiver.

B. The FCC’s Rules Do Not Account for BBTC’s Unigue Challenges and Would
Not Ensure that Sufficient Support is Provided.

As an initial matter, the Commission’s $250 per line per monthly cap would not provide
sufficient support given the very high costs that BBTC faces. BBTC’s territory is sparsely
populated with just 0.3 customers per square mile. Apart from the typical costs of serving a low-
density area, the sheer size of BBTC’s territory—17,593 square miles—drives up costs. For

example, completing routine trouble calls, service orders, field checks and reactive maintenance

i ¥ I8
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density—were excluded from the regression analysis, its application to BBTC would result in the

Company’s comparison to “similarly situated” carriers that have, in fact, much lower costs.
Second, the regression model is based on a traditional wireline network infrastructure and

does not allow for adequate recovery of BBTC’s more innovative satellite and radio solutions.

In the attached Exhibit 9, BBTC estimates the impact of regression model on each cap generated

for the cleven algorithn st ([
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Given BBTC’s unique situation, a $250 cap is insufficient to cover its high costs, and a
regression model that compares a carrier to “similarly situated” carriers, even with revisions, will

not properly estimate the Company’s costs.

C. A Waiver Would Not Undermine the Commission’s Objectives.

A waiver of the three specified USF rules as applied to BBTC would not undermine the
Commission’s objectives. The Commission made clear that its reforms were intended “to
eliminate waste and inefficiency and improve incentives for rational investment and operation by
rate-of-return LECs.”* In addition, the Commission is concerned about subsidizing service
where competition for such services exist.** This plainly is not that case. BBTC has already

taken measures to provide services in a manner that was cost-effective despite its high costs. For

example, BBTC investcd
_. And BBTC is looking to reduce these
cost even further by transitioning its satellite customers to Motorola Canopy®, saving an
estimated - per year.

Additionally, compared to other carriers of similar size, BBTC is leanly staffed: An
industry report comparing BBTC to 221 carriers with 5,000 to 14,999 access lines shows that

BBTC is at the lowest end in terms of access lines per square mile but near the median for access

¥ USF Transformation Order, 9 195.

# Connect America Fund, Notice of Proposed Rulemaking and Further Notice of Proposed

Rulemaking , 26 FCC Red 4554, 171 (2011).
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